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Mr. Speaker: 


I wish to congratulate all those who have taken part in this 
debate, and especially those who have included in their remarks 
anything of a constructive nature. I have been particularly 
struck with the poor quality of the criticisms of the Budget, in 
fact, I have not in my experience heard such a weak attack from 
opposition members. This is surprising in view of the imminence 
of an election; in fact it reveals the state of mind of those who 
have chosen to represent the forces of reaction in opposition to 
the steadily onward march of reform. 


It is my intention to deal with the chief criticisms of the 
Budget and not to deal in personalities as is all too often done 
in this House. I choose to believe that the Hon. Members on the 
opposition side of the House are sincere in their intentions and 
beliefs even if their arguments do reveal that some of them 
are woefully misguided and misinformed, or not informed at 
an I turn first to the speech of the Hon. Liberal Leader, Mr. 

ray. 


I got the distinct impression that Mr. Gray was dragging 
out the usual red herring in an effort to divert public attention 
from the achievements of this administration. Why he should 
begin by making a comparison of Government costs, in terms of 
wheat, between the years 1915 and 1939, is beyond me. Surely 
he is aware that in 1915 there was no Workmen’s Compensation, 
no Old Age Pensions, no Mothers’ Allowances; that education 
was still in archaic form, and that Government health services 
were practically unknown to the people. There were virtually 
no roads in that day, especially no gravelled highways requiring 
maintenance, costing up to a thousand dollars a mile per year. 
And certainly, Mr. Speaker, the Hon. Member knows full well 
that the matter of ruinously low prices received by Alberta 
farmers for their produce has received little consideration by 
the Liberal Government at Ottawa during the past few years. 


Mr. Gray complained about increases in total salaries, 
travelling expenses, and departmental printing. I would ask the 
Hon. Member what any new or extended service to the people 
of this Province consists of? Wages of employees required to 
give the service, travelling by those same employees to carry 
the service to the people, and printed bulletins, instructions, 
educational material, etc., as a means of keeping the public 
informed. No one denies that this Government has made exten- 
sions to existing services and the addition of a number of new 
ones, but the increases in salaries, travelling, and printing costs 
are not out of proportion to the new services given. As a matter 
of fact, Departmental printing costs for the five years, 1935 to 
1939, inclusive, were less by $57,537 than for the five years 1930 
to 1934, inclusive. A year ago the Hon. Member complained 
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that the farmers were getting no attention, and now when we 
have planned to serve this class of people even better than last 
year he protests against the cost. 


In dealing with the remarks of the Hon. Leader of the 
Liberal party, Mr. Gray, in connection with the revenue from the 
gasoline tax and motor licenses, may I say that the figures 
quoted are very misleading and tell only half the story. 


For instance, he could have told you that $5,346,594.19 of 
the total revenue was paid to cover interest on bonds and con- 
tractural obligations committed by previous Governments in 
connection with road building. 


You will see by these figures that this interest charge alone 
represents a sum far greater than this Government has been 
able to appropriate to main highway construction for a period 
of four years. 


He did not mention in his statement that the figures he 
quoted did not include refunds on industrial fuel oil, collection 
and administration costs by the Departments concerned, which 
are the Provincial Secretary’s Department, the Department of 
Public Works, Roads Branch, the Highway Traffic Branch, the 
Highway Commissioner’s Department, and the Surveys’ Branch, 
all of which constitute a legitimate charge against these revenues. 


He made no mention of the expenditure of $1,200,000 on 
Relief road projects, which also constitutes a legitimate charge 
against these revenues. . 


When all these matters are taken into consideration, it will 
be found that the figures released by this Government to the 
public are correct and have not been challenged successfully. 


He also stated that this Government had received over 
$800,000 in grants from the Federal Government for highway 
purposes. I am unable to determine how he arrived at this figure 
but it is obvious that he included a grant made to the U.F.A. 
Government in 1935. Asa matter of fact, we have received only 
$600,000 from the Federal Government by way of road grants 
from the time this Government took office until the present year. 


Since when has it become a rigid principle of government 
financing that all the revenues from gasoline taxes, auto licenses, 
drivers’ licenses, etc., must be spent on roads? If this principle 
were to become a fixture in Government financing and be applied 
to other services, how would we ever pay for educational, health, : 
and other costs? 


And now to Mr. Gray and the Public Debt. In this phase of 
his criticisms the Hon. Member was completely submerged in 
faulty reasoning, to begin with, and he also lacked information 
about public accounting upon which to draw conclusions. He 
stated that by following the previous Government’s policies the 
present Government should have set aside $4,000,000 for sinking 
fund purposes during the period of our administration. Actually, 
this Government by real contributions to sinking funds and the 
reduction of Savings Certificates, has provided $5,588,036 for 
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the purpose of debt reduction. The actual contributions to the 
sinking funds during the period are shown by the following 
statement : 


Sinking Funds, Marche sdyet0c 0a ne cer eee § 9,925,000 
Sinking, Monds; Marchal booger cree ee 12,593,000 
Theredse: aye ie ie Se ees ee ee canner $ 2,668,000 


The increase is explained by: 
Actual contributions made from March 31, 1935, 


toy. March Sis 19390) eee ee ae eee BL DOU 
Earnings, March 31, 1935, to March 31, 1989 ............ 1,604,000 
$ 3,875,500 


Less amounts applied on Debt to which portions 
of the fundiwere applicavlen. 2... ae ee 707,900 


$ 2,667,600 


And now: 
Savings Certificates outstanding as at August 
BU LOSS cae Oe tate earn treme ee $9,414,468.16 
Savings Certificates outstanding as at December 
BLS AGS sie Pes Ue ee ecg esa Oe eam 5,597,931.18 


Net redeniptionsieno. oe ee $3,816,536.98 


To summarize: 
The actual contributions to Sinking Funds 


March 31, 1935, to March 31, 1939.............. ’ $1,771,500.00 
Net reductions, Savings Certificates, August 31, 
1935, to: December 31, 1939 2a ee 3,816,5386.98 


Amounts provided for actual debt reduction from 
these’ two items alone, ee ee $5,588 ,036.98 


Mr. Gray arrived at the conclusion that we have actually 
increased the debt by $25,000,000 by using the following sums: 


Unpaid Interest)’. 0) ee ee eee es $11,400,000 
Non-provision for: Sinking Funds ee 4,000.000 
Defaulted Debenture ISSUCS oni eccecccecccssssntessssssseeeeseesseennee 12,000,000 
Railway (hayment 22 i ue Vi oes Se 5,580,000 

Increase. ........... <ideeitet aah tate ee $32,980,000 


Mr. Gray arrives at the total of $32,980,000; and after 
allowing the $7,500,000 reduction made in the net funded and 
unfunded debt, as shown on the statements of the Province, con- 
tends we have actually increased it by $25,000,000. 


It is admitted that had we paid the full interest rates on 
the debt, we should have shown a net increase in the net funded 
and unfunded debt of around $4,000,000 rather than the reduction 
actually made. But we have provided for Sinking Funds and 
reduction of Savings Certificates more than the $4,000,000 he 
suggests we should have set aside. And surely the Hon. Member 
knows that in defaulting the debenture issues, we have not added 
one cent to the debt of the Province, as these issues are now and 
have been before their default included in the net funded and un- 
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funded debt. He either deliberately misrepresented the facts 
or was ignorant of the fact that a debt unpaid does not immedi- 
ately double itself. In either case, how can people have confidence 
in a leader who makes such wild statements? 


With respect to the Railway payment, this was applied on the 
reduction of debt; and in my Budget I made this quite clear, and 
pointed out that the additional reduction made in the debt of 
approximately $3,000,000 was directly attributable to the Budgets 
which this Government has presented to this Assembly. 


Here let me say that by reducing the interest in 1936, this 
Government has kept millions of dollars inside the boundaries 
of the Province to buoy up business during a period of slow 
recovery from depression. This money would otherwise have 
gone very largely to other provinces or countries. It is no more 
than right that those who held our bonds should share with our 
people the losses incidental to the depression, and I am of the 
opinion that our action has assisted many more individuals than 
it has hurt. After all, the major objective in Government is 
“the greatest good to the largest number.” Anyhow, a revision 
of interest rates was long overdue, and, since the bondholders 
as a whole will never voluntarily accept a reduction, Governments 
have had to act to get something done. John Maynard Keynes, 
the great English economist, in his Tract on Monetary Reform, 
1923 Edition, says at pages 67 and 68: 


“There is a respectable and influential body of opinion 
which, repudiating with vehemence the adoption of either 
expedient, fulminates alike against Devaluations and Levies, 
on the ground that they infringe the untouchable sacredness 
of contract; or rather of vested interest, for an alteration of 
the legal tender and the imposition of a tax on property are 
neither of them in the least illegal or even contrary to prece- 
dent. Yet such persons, by overlooking one of the greatest 
of all social principles, namely, the fundamental distinction 
between the right of the individual to repudiate contract 
and the right of the State to control vested interest, are the 
worst enemies of what they seek to preserve. For nothing 
can preserve the integrity of contract between individuals, 
except a discretionary authority in the State to revise what 
has become intolerable. The powers of uninterrupted usury 
are too great. If the accretions of vested interest were to 
grow without mitigation for many generations, half the 
population would be no better than slaves to the other half. 
Nor can the fact that in time of war it is easier for the State 
to borrow than to tax, be allowed permanently to enslave 
the taxpayer to the bondholder. Those who insist that in 
these matters the State is in exactly the same position as 
the individual, will, if they have their way, render impossible 
the continuance of an individualist society, which depends 
for its existence on moderation.” 


Dr: Jacob Viner points out the need for an altogether new 
type of security or bond, based upon the ability of the debtor 
to pay. He says: 


| “For an agricultural province, whose economy rests 
primarily on the production of a commodity, whose yield, 
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price and marketability are all subject to extreme fluctua- 
tions, fixed interest and fixed maturity securities are not 
well adapted; but until a more flexible instrument which 
more or less automatically adjusts the time, and perhaps 
also the amount of income and capital payments to the 
variations in the capacity to pay of the debtor, is devised, 
which is suitable for use by governments, there is no practical 
alternative.” 


Let me turn now, Mr. Speaker, to the criticisms of the Hon. 
Member for Edmonton, Mr. Duggan. He said: “The net funded 
and unfunded debt total has unquestionably been reduced by 
this Government, but the net funded and unfunded debt figures 
do not tell the story.” He contends that the only figure that can 
be accepted is that representing the net general debt, and he 
quotes Dr. Viner to support his contention, even although Dr. 
Viner only referred to the term “dead weight debt” from the 
refunding viewpoint. Mr. Duggan goes on to say that net general 
debt figures show an increase of about $800,000 from March 3l, 
1939; to March 31, 19389. 


In the first place let me say that the net general debt is 
arrived at by an analysis of the net funded and unfunded debt; 
and it does not indicate the total debt of the Province and cannot, 
therefore, be used when dealing with the debt position of the 
Province. I suggest that the Honourable Member is fully aware 
of this fact. “Net general debt’ is used, however, to show how 
the debt has been created and the portion represented by Roads, 
Loans, Public Buildings, etc. It also shows the portion of debt 
due to deficits of past years. The “dead weight” debt simply 
is the net funded and unfunded debt less self-supporting or 
realizable assets; and the portion of the debt which must be 
provided for from revenues of the Government. The net general 
debt statement (Statement No. 25, Public Accounts, 1939) serves 
no other purpose than that which I have mentioned. 


I can only repeat that the net funded and unfunded debt gives 
the true debt position of the Province. 


Secondly, even if we were to accept Mr. Duggan’s basis of 
getting at the debt position of the Province, there is an adjust- 
ment which would have to be made in all fairness that would 
change his picture materially. I refer to the valuation of 
telephones. an item included in the analysis of the funded and 
unfunded debt, and which must be deducted to arrive at the net 
general debt figure. From 19384 on, each year saw a revised 
valuation of the telephones based upon the Barker Report. The 
valuations are as follows: 


Maret), 98be ees. oe ed ctl, Bh ere $16,281,885.47 
March sl, AOS Oye ci to eee Ta Ae ee ee 16,162,729.80 
Marchis 93004 fa a. Pen eT SCENT test Ree halt 15,647,806.07 


In 1989 the value of the telephones was less than the figure 
for Mareh3t) 1936,s0y $514,923 773: 


Now, the Hon. Member persists in using the figures for the 
year ending March 31, 1935, even though he knows full well that 
this Government could not possibly come into control until 1936. 
He is fully aware of the borrowings already made by the former 


6 


administration before September, 1935. I quote from page 18 
of the Public Accounts: 


June 5, 1935, for Unemployment Relief ow... $ 500,000 
June 5, 1935, for Agricultural Relief 20.0.0. ccccscs 750,000 
JULY 29S, LOK-PO=108Mt LO CAL ALy irc i kcoeistehenes 250,000 

Be S29 Ee Bidens Bit nin, ce tv Ha RR MAE a a $1,500,000 


Add to this the borrowings made by this Government on 
September 26, 1935, for immediate needs and for which no 
provision had been made by the former Government, as follows: 


Menem ploViniente weet ere tae 28 aoe ON i es, $ 330,000 
Bye HICUUUP AL tye) Le les ren fa hone cco ureter tect 400,000 
Pe 10a TOMO ALO atte te tee Be a 200,000 
PPEANS-CGanoda sAaASDer HIG WAY 6s. ticislockclcobugliniserans 300,000 
TOMB LIS TIONTIONS een ed ei eal OTe ies 25,000 
CLONE PoE DO SCG Me Re eae ann iota Meee an tee 995,000 

$2,250,000 


Also, before the end of the fiscal year, further borrowings 
had to be made to meet certain uncontrollable expenditures for 
which no provision had been made by the former Government: 


INR Cig augers a) ses ade re $1,000,000 
Jan. 15, 1986, Retiring debenture debt — 0... ee lO CE, 000. 
Janelo. 1936,.Unemployment’ Relief 2,600,000 


Making a Grand Total for the year of ...... $8,927,000 


Any fair-minded person must admit our contention that we 
cannot be held accountable for the results of policies of a former 
Government, since we were not in position to pass another budget 
until 1986, and especially in the light of the figures quoted. 


Now, returning to the net general debt position as quoted 
by my Hon. friend, the Public Accounts show the following 
figures: 


Net general debt, March 31, 1936 2.002000. $127,893,839.90 
INetiweneral debt;'\March'3J, 1939 22.0 125,917,193.70 

TROGUICULON Ma tetera a cc adeet aaah been eras $ 1,976,646.20 
Add to this the difference in telephone valuation 514,928.73 


And you have a real general debt reduction of $ 2,491,569.93 


from 1936 to 1939, instead of the increase which my Hon. friend 
attempted to show as the result of this Government’s adminis- 
tration. 


It might be interesting to compare the operating results of 
the four years preceding the time when this Government built 
its first budget with the four years of our administration. 


NET FUNDED AND UNFUNDED DEBT 


ats ee el wag Bd INS BAL cate eas ee ne arabe oh tne PAAR NE $136,907,000 
1 AS aC gh hg a RUSS ee A. oc eae Wate etc Rr ee gE APR em 143,727,000 
TMCV GHSG ieee ee tees re ae $ 6,820,000 
WEE Gly heal By TU Ss Giiee LOE Bes OS Ah aoe i a ac a a $143,727,000 
AMAL EHO) ges UAC DRE Tat bse te ce Las Renn ON aan a i RO 144,548,000 
UK a Cech eV RSV SP Wel Ne I eee Ries ee OY nO $ 821,000 


$5,000,000 was received from sale of Railways in 1933-34, 
which did not reduce the net funded and unfunded debt. Without 
this payment, the increase would have been $5,821,000. 


March: 31,01 oS ae ae ne ee ee ee $144,548,000 
March S15 1 OS os ie creek oer ee cent eer eee ery 150,609,000 

INCYKEASE ee ee eee $ 6,061,000 
March e315 L085 abet. ae eee tes oe eee SS eee $150,609,000 
March (315.1 93 6 ae ieee ea eee ae 158,081,000 

IMCredSe 4h c3- ee eee. Gee ee $ 7,472,000 
Totaltincrease: th debt... ee oe $ 21,174,000 


Notwithstanding the receipt of five millions on the sale of 
Railways. 
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